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What a Difference Two Years Makes

Overview

Drivers of property demand are all moving in the right direction
Market fundamentals have turned positive in every property sector
The silver lining of the Great Recession is very low supply growth
NOI outlook: good for apartments and lodging; lackluster elsewhere
Property values have enjoyed a robust recovery...upside remains
Private-market pricing: strip retail is cheap; office is expensive

REIT values are at the high end of a fair range

Retail REITs offer the best value propositions; office REITs are pricey

Important disclosure on page 4

This excerpt is from Green Street Advisors’ Commercial Property Outlook, March 28, 2011. 660 Newport Center Drive, Suite 800, Newport Beach, CA 92660, USA

+1 949 640 8780 © 2011, Green Street Advisors, Inc.



Commercial Property Outlook — March 28, 2011 2

Table of Contents  sections

I. Executive Summary 3

II. Economic Drivers of Real Estate Demand 4-10

ITI. Supply 11-13

IV. Fundamentals 14-19

V. Private Market Valuation 20-29

VI. Public Market Valuation 30-36
Authors

Mike Kirby, Director of Research

Peter Rothemund, Analyst

The analysis contained herein is based on market pricing as of March 23, 2011 -
RMZ = 774; DJIA = 12086; Baa = 5.98%.

This excerpt is from Green Street Advisors’ Commercial Proper utlook, March 28, 2011. .
rptis from G S c perty O ? 8, 20 www.greenstreetadvisors.com © 2011, Green Street Advisors, Inc.

Use of this report is subject to the Terms of Use listed at the end of the report



Commercial Property Outlook — March 28, 2011 3

Executive Summary

Demand Drivers
New Normal means slow

Supply
A very shiny silver lining

Property Fundamentals
Bouncing off the bottom

Property Valuation
Robust rebound

Public Market Valuation
Getting hard to breathe

Stimulus-fueled '11 economic outlook is pretty good. Sustainable?

Consumer spending — Savings rates are projected to fall. Really?

Jobless recovery begone! Growth of 200K/month is likely and will be helpful.
Demand growth now positive everywhere; impressive only in apartments & hotels
Rich get richer. The winners: high-end retail & gateway cities.

Homeownership rate should fall further — multi-family landlords rejoice!

'11-12 supply growth is lowest in over a generation
Apartment development pipelines are growing quickly
Not problematic anywhere 'til at least 2013

Fundamentals are recovering in all sectors
Low expectations are in order; multi-family & hotels will be stronger
Out-year cash flow prospects have improved markedly across all sectors

Property values are up 40% from the trough; down “only” 15% from the peak
Further appreciation of, say, 5% seems likely
Strip centers offer the most attractive private-market valuations; office is expensive

REIT prices make sense vs. bonds, but are very rich vs. stocks

Bond signal deserves more weight; REIT prices are near the high end of a fair range
Biggest risk: robust recovery and higher interest rates. Hope for New Normal
Retail REITs — both mall and strip — look attractive; office REITs don't
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